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Weekly Update 
What’s going on with inflation? 
S P R I N G  I N T O  S P R I N G  
BOE expects consumption 
bounce 
 

 R I N G  R I N G ,  J I N P I N G  
A presidential telephone call 

 A M S > L D N  
Amsterdam overtakes 
London in share trading 

 C R E D I T  C R E S C E N D O  
Will Chinese credit 
continue to surge? 

A  G O O D  W E E K  F O R  
• Equities - broadly higher in GBP terms, led by Japan, UK 

and EM. 

• Oil, which climbed 5% higher in USD terms. 

A  B A D  W E E K  F O R   
• Bonds, which although mixed, were led lower by UK Gilts 

(-0.26%). 

• The US dollar, which weakened -0.62% on a trade 
weighted basis. 

U S  E C O N O M Y  
For a second week, the market’s attention has been focused 
on the outlook for US inflation. Growing confidence that the 
Biden administration will pass a further sizable stimulus 
package is leading some economists to upgrade forecasts of 
growth and inflation in 2021 and 2022. US citizens are 
expected to directly receive a $1,400 stimulus cheque just as 
the US economy reopens in the spring. This may turbocharge 
the economic recovery, especially for hospitality and retail 
sectors, which are significant employers. However, even as 
the Democrats moved ahead, Fed Chair Jay Powell gave a 
speech last week emphasizing that the labour market had 
been tight before the pandemic, and wage growth had 
exerted limited upward pressure on inflation. He also 
emphasized the FOMC’s expectation that policy would need 
to remain accommodative for some time. Market participants 
will be closely monitoring the Fed’s comments in coming 
months, to see if FOMC members hint that they may need to 
respond more aggressively to inflationary pressures. 
 
U K  E C O N O M Y  
GDP data revealed that the UK economy grew by 1.0% in the 
final quarter of 2020, and 1.2% in December. On a year-on-
year basis, the economy shrank by -9.9%, a record decline. 
While this data is better than analysts were anticipating, the 
first quarter of 2021 is likely to reveal weaker activity, due to 
the reintroduction of social restrictions. GDP is forecast to 
decline by c. -3% in Q1, but could recover sharply in the 
spring, if social restrictions are withdrawn. Bank of England 
economist Andy Haldane last week reiterated the MPC’s 
confidence in the chances of an economic recovery, with pent 
up demand expected to translate to a rapid rebound, like a 
coiled spring. 
 
 

U S - C H I N A  R E L A T I O N S   
President Joe Biden spoke with China’s President Xi Jinping 
for the first time since becoming president, on the occasion of  
the Lunar New Year. The two leaders spent time together 
during the Obama administration when Biden was Vice 
President, and the transcript released by the White House 
indicates Biden addressed difficult topics: the importance of a 
free and open Indo-Pacific; and concerns about Beijing’s 
“coercive and unfair economic practices and policies in Hong 
Kong, Xinjiang, and Taiwan. However, working with China will 
be key to achieving other shared aims, including combatting 
the pandemic and climate change. 
 
B R E X I T   
Amsterdam ousted London as the largest financial trading 
centre in Europe last month as Brexit-related changes to 
finance rules came into force. An average of €9.2bn (£8.1bn) 
worth of shares were traded on Amsterdam exchanges each 
day, against €8.6bn in London. Due to Brexit, the London 
Stock Exchange has opened a new trading venue in 
Amsterdam, in order to be confident of being able to do 
business within the EU. The shift results from rules requiring 
EU investment firms to trade on recognized platforms – a 
status that London markets do not currently have. While the 
UK and EU are discussing UK regulatory equivalence, 
business that has migrated to Europe may not return.  
 
C H I N A  E C O N O M Y   
Credit data was strong in January, beating expectations. As 
one of the world’s largest economies, Chinese credit growth 
can boost demand globally. However, the strength in the 
January data may be partly down to Chinese New Year falling 
in February rather than January this year. The government is 
also likely to take action to slow credit growth in 2021, so as 
to control some of the risks in the financial system. 
Regulators have reportedly already started to tighten 
conditions on property loans and non-bank lending 
restrictions will also likely tighten. Government borrowing is 
expected to fall, as fiscal policy becomes less 
accommodative.   



 

I M P O R T A N T  I N F O R M A T I O N  
MSCI: Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied 
warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly 
disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. 
Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing 
or creating the data have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if 
notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express written 
consent. 
 
The information contained in this document is believed to be correct but cannot be guaranteed. Past performance is not a reliable indicator of 
future results. The value of investments and the income from them may fall as well as rise and is not guaranteed. An investor may not get back 
the original amount invested. Opinions constitute our judgment as at the date shown and are subject to change without notice. This document is 
not intended as an offer or solicitation to buy or sell securities, nor does it constitute a personal recommendation. Where links to third party 
websites are provided, Close Brothers Asset Management accepts no responsibility for the content of such websites nor the services, products 
or items offered through such websites. 
 
Close Brothers Asset Management is a trading name of Close Asset Management Limited (Registered number: 01644127) and Close Asset 
Management (UK) Limited (Registered number: 02998803). Both companies are part of the Close Brothers Group plc group of companies, are 
registered in England and Wales and are authorised and regulated by the Financial Conduct Authority. Registered office: 10 Crown Place, 
London EC2A 4FT. VAT registration number: 245 5013 86.  CBAM6227. 16.02.2021. 

Performance 
 
E Q U I T I E S  

 1  W E E K  M T D  Y T D  1  Y E A R  

 £ Loc. Rel. £ Loc. Rel. £ Loc. Rel. £ Loc. Rel. 
UK 1.6%     2.6%     1.9%     -11.3%     
US 0.5% 1.4% -0.9% 5.2% 6.4% -1.2% 3.8% 5.3% -1.6% 13.3% 21.1% -7.8% 
Europe 0.8% 1.0% -0.2% 3.6% 4.8% -1.2% 1.3% 3.7% -2.4% 5.1% 0.8% 4.3% 
Japan 2.0% 2.5% -0.5% 5.6% 7.0% -1.5% 4.1% 7.4% -3.4% 13.9% 16.2% -2.3% 
Asia ex Japan 1.3% 1.8% -0.5% 5.9% 6.8% -0.8% 9.2% 10.9% -1.7% 26.1% 29.5% -3.4% 
EM 1.5% 2.0% -0.5% 6.3% 7.0% -0.7% 9.1% 11.0% -1.9% 23.1% 31.2% -8.1% 

 
F I X E D  I N T E R E S T  A N D  C U R R E N C I E S  

 1  W E E K  M T D  Y T D  1  Y E A R  

 Local Local Local Local 
Corporate and Government Bonds 

UK Gov -0.3% -2.6% -4.3% 1.2% 
US Gov -0.2% -0.7% -1.8% 4.2% 
Europe Gov 0.6% -1.0% -2.2% 12.0% 
UK Index-Linked -0.2% -2.2% -5.2% 1.4% 
UK Corporate 0.1% -1.0% -2.0% 4.2% 
UK High Yield 0.3% 0.7% 1.6% 5.1% 

Currencies – Spot 
USD – GBP -0.9% -1.1% -1.4% -6.5% 
EUR – GBP -0.2% -1.2% -2.1% 4.3% 
JPY – GBP -0.4% -1.3% -2.9% -1.8% 

 
 Y I E L D  

 Local 
Sovereign and Supranational Bonds 

10 Year Gilts 0.57% 
10 Year Treasuries 1.21% 
10 Year Bunds -0.38% 

 
C O M M O D I T I E S  

 1  W E E K  M T D  Y T D  1  Y E A R  

 Local Local Local Local 
Energy 

Brent 5.2% 11.7% 20.5% 11.9% 
Precious Metals 

Gold 0.6% -1.3% -3.9% 16.5% 


	A good week for
	A bad week for
	us economy
	UK Economy
	US-China relations
	brexit
	china economy
	EquitieS
	FIXED INTEREST AND CURRENCIES
	COMMODITIES



